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TO ‘ : Chief, FDU date: — T t lgc;n 

from ^ 

SUBJECT; gcncral> Operation^ , . 

SPCCIFIC./^ ^?[o. 22 

Ret KSGA-169 ^ . 

1* J7e net v/ith source at the 3WilY22E apax^tment oa 26 July at 
1430. It v;£3 rpe»'^ily apparent that source was a ^jreat deal more *' 
at esse wit^ ^ \ j]ian he ha.d been at the first meeting* Source •• 
was in gooa*tiuffiorer.d good spirits. 

■R.y - -SourcG^s diary, covering the 12 July to 24 July period, shews *■ 
ws. t.stpftWhg^'Off'of' Iiiaa^tivitiea. Shis has been aonev/hLat^duc rto 
ither’ .absence of (I3GA-169 etc.) end TitOf^TOIiI 

ete*) j 'Another factor has been ABRAHtII»a. (I.lSJA-169!,- • • 
cancellation of his appointment with source in G^neYe'i - 

•3* "‘'Kothin^ haa been heard from the' Jug angle end* it has not been- 
nefcessary to lay on plans for -a surveillEuice in Uilano. As. natter^ 
stand, source is to notify us by telephone adding two days to the ^ ' 
actual date for the rendesvouo* ?/e would hope to have sufficient. *- 
notice to be able to lay on a surveillance at the Porta Kuova in* 
order to be able .to check on this cystifying phase of eource*a 
activities. As matters now stand, source cannot begin to tell us* ► 
v/hen. the* nexet contact will be made. He appears not to be opti— * 
.mistic about the possibilities of an early, rendezvous, and 
main id ext^me doubt as to the status of the Jug project. . »' ■ 

4* ' Hobih^EAIEY (MSGA— 169t etc.) appears to have made some pro— 
gress in clearing the way for BULLO to procure armaments, from 
England*. . However, in the case of tadks and radar material a enag* 
...seems to have developed, and source is decidedly not satisfied. with 
.the ^rangementa which SEAIEY has made. However, BULIO left oa *• 
21 July for Innsbruck' and source has not yet bed! the chance to die.-*- 
-fhe deal yvith BUIIiO, who he presumes will be. dissatisfied. ' • . ' 
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Source* 3 ovm dissatiafaction v/itU the arran^^eaienta which SEALEY A., 
proijosed^s re-emphaalzed by the context of a converaation betw.een 
Mlchel.Jti5^IAiI (I»TS3-vf-22C9i etc.) and London which source overheard*; 
Source asked us wuether he had acted correctly in- bringing the 

cbnversation to SEALEY'a attention, and we told him that he- 
had acted correctly inasmuch as he had reacted in line v/ith hlb. . 



'^^^5. Sotxrce has not seen CROSS ,^^E4j?iQnd„ (MS03A-3*^^ etc.) during the 
period covered by the diary but had a conversation with CLLIAll re— 
garding this laatter. CROSS has apparently continued to promise 
^'OUilAlI that the q.uestion v/ill be settled shortly but avoids meeting 
OLLIAR personally. Source questions, v/e believe with good reason, * 

' OLLIAII • s statement tliat he has 'discussed CROSS v/ith SCELEA. We 

have, of course, no way of checkrlng on the truth of CLLIA^^*e state- 
ment, as reported by source* 

6. The ^ T continue 3 to be somewhat helter-skelter, 

and source* 8 activities cratinue to have the characteristic of .buck- 
shot* We believe that there are strong indications that soiirce 
. should be directed to a i^eater concentration of his efforts against 
V selected targets. As certain of his operational possibilities slough 

/ ‘i < and there ‘are increasing signs that this is the trend, we.be— 

/' Vv-' .,. ^ieva* we., should give every consideration to allowing certain of 

Boufce*8 activities to 'lie fallow,' while others are developed. . In^ 

• ' .ariy selection of the targets to Which source could be more intan— 

. siaely -directed, we are somewhat handicapped by not having an en— ' 
tirely clear picture of >«hat Washington vviohes to realise from the '*/ 

‘ operation* As we now see it, the Jug angle appears to be pretty much 

i-- , ^ wauhed up. The importano e of the arms purchases by MirkoXsAOSOWITZ 

<;■ (correct spelling, not EARK0WIT2) appeai-s to have been exaggerated * 1 

i --..- and present indications are that the caches of arms contain llttla ■■ 

V- >- * useful materiel. It remains to be seen whether the arms In the 
. Brenner Region will produce something of interest. Source's re— 

J' fereace to a new type of German mine-detecting device leaves us ves^ 

• skeptical. We have heard a number of similar stories involving 
• “Serman equipment perfected ; just before the cessation of hostilities, 
and untried in the field. Without exception, these stories have 
I .. -been, made up out of whole cloth. ' . . 

j ‘ ' ' • 

*• 7a SBAIiET's performanca does not indicate any promising operational 

' leads, in our opinion* Indeed, source's very low opinion of SKAIEY , 
7*/., . which is borne out by aouxee'a reporting of SEALEY's attitudes and 

manoeuvres- tend to confirm that Bo;irce's relationship with S EAT <ET\ 

■■ continues to be more of a potential* ll.-ubility than an aasot* 
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8. As indicated ixi the diary, source has not seen CROSS ln many 
creeks and it a ope sirs unlikely that there v.ill be any change in the 
situation in the n^jar future. For obvious security reasons, source 
cannot chase off to Roiie to contact CROSS there, and CROSS has given 
no indication of any desire on his part to contact source, Soxirce's 
tactics in cultivating;: AjUAHMI instead of CROSS have met 'v/ith no ' . 
success. A3RAHlTiI*s su;T/;estion of meeting in Paris ap;:eers to be 
Infeasible, and v»s have instructed source that he* not to go there 
to meet the Rabbi. There ie no cover reason for source to make the ' 
trip to Paris, nor do v.e believe tha'5. the expense of the trip would . 
be justified. It reniains to be seen v.hether AEHAir-.^I will arrange, 
to meet source in rJeneva during the latter part of Aui^ust. 
















S- If we assume for the moment; that the Jug a:v;le dries up entirely, 
that the BULIC-DOLLIlAIhT arms negotiations are of exaggerated impor- 
tance, that SKALEY is a dangerous incompetent, that CROSS is out of 
the picture, and that meetings between source and A3RAHMI will con- 
tinue to be deferred, where do we go from here? It occurs to us 
that it might be v/ell to have source make his trip to the. United 
States as soon as possible, rather than awaiting a further dov/nward 
trend in his activities. Alterriatively , we believe that we should 
select. one or two projects against which source could concentrate 
hia* activities.' We believe we are faced v/ith a period of diminishing, 
rs.tums on our investment in source and that it will be well to 
Sezamine critically what i-.we may expect of him in the future. It is ' 



the writers opinion that source is engaged in so many diversified > ■ 
jactivities that he cannot devote to any one of thto the time end at- 
fention necessary to bring it to a proper state of development. 






T*; 10. We ore not, at this time, prepared to select the one or two 

most important targets for concentration by source. V/e would first . 
like to have your r?':*.ction to the principle of directing source to 
fewer but more selected activities. If you agree that such a pro- 
• gram is indicated, we can then give specific consideration to which , 
projects should be retained, and v/hich should be dropped. On the 
other hand, if you agree that source should soon return to the States, 
the matter can be held in abeyance pending discussions in Washington* 



11. \7s will appreciate wour reaction to both alternatives. 
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to thl3 man, aa cn American, I noted that this reglatored and 
I ahail see if wo got any furthor raactlon, 

31- On to sea c J who had nothln^j of any interest. 

32 . In the evening I wont to sea Carlo''^P^\iijniNI (MSBA-3130» 
etc.) at his house for a drink. I asked him if ha had had any 
news about me from his Slf.I friends, aiid he said he had not soon 
any of them for a long time. He was definitely not interested, 
and I do not feel that his contact, if any, with SIM is anything 
vary closely followed. 

22 July 

33 . Visit to :.:ich 0 l^OLU/ai Ci/PP- 5273 , etc.) tliis mominG r/ho 
is very angry with Kdmond-'tTROSS (mSdA-3230, etc.) for not keep- 
ing any oppolniments with him. OLCIAIJ keeps a cneck on him via 
a former girl.. friend of OLLIAN, Anna/iBRUSADiDLLI, who left OliLIAN 
for Charles^OLETTI (13H:di;-2595, etc.) and is stlU with him. 
POLETTI and OaWOSS have hooked up, end are constantly together. 
Anna reports that CROSS is spending fabulousi^ sums of money on 
all the whores of Rome, end CkOSS in an evening with dinner, 
chaunpagno, etc., easily spends two to three hundred thousand 
lire, and this several times a week. 

3lf. In any case CROSS continues to v/rito letters to OhLIAN wlio 
showed me the file promising that the passport question will bo 
settled shortly, but still never turns up at any of the appoint- 
ments to discuss it with him. 

35* Or.MAM 3K/3 ho has discussed CROSS with SCSLBA (l/ISBA-2712, 
etc.) who v/ould be only too glad to have him put out of Italy, 
and says if CROSS does not act fairly with OLLIAN he will have 
him put out. I have no way of chocking this, and OLLIAN is a 
terrific liar. However, he showed me photos of himself and 
SCiiLBA taken^ 011 a recent weekend they spent together, so they 
seem to bo on fairly intimate terms. 

36. OLLIAN and family 7/ere received at the Quirinale in private 
audience by EIKAUD? (MSB-V/-17iil) recently tind thanked for hia 
contributions to the Italian poor, etc. Piiotos were shown me 
of the audience. 

37 • During the discussion OLLIAuJ received a call put tiirough to 
London. In the conversation ha said Uiat tie had seen the Brazi- 
lian Aiiibassador who was in agroement to give all necessary docu- 
ments to the British Government for the one huncLrod and fifty 
tanks, and would leave immediately for London if it was nocessary. 
A second call copid through from OERLIKON in Zurich, and OLLI/J/ 
spoke with Emil^BUlSHRLE (VCT-5273, etc.) saying that ho now uad 
p^ers, etc. for the one hundred and fifty tanks, which had evi- 
dently boon proposed to OLLIAN by OEHLIKON, and he had bean in 
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coataot with. Iiondon itho said they would bs aablsflod w^th'Brazl- 
llan cover,’ and ^at happened to tanka after they arrived in 
Brasil would no** be gohe into too closely. 



33 . On to the wedding reception of my ^x:i 0 iido, Major Charloa 
IiOIXAIjD (MSGA- 169 , etc.) and Anna Marla^OIUilGOIKI at 37 Via 



Poerlo, whore I found moat of the Lugano Roaiatanco crowd, aa 
Anna Marla had been a rofvgeo hero during the war, plus the ’ 
British Consulate crowd, including the SEALEfa, etc. 



39» Wy wife and I went on to lunch, v/ith the SEALETya after tho 
reception. They brought along aoraa Yorkshire friends who ore 
staying with then. I managed to tell SKAUiY what I had heard 
OIiLIAl'I saying on the telephone, and kicked up quite a rc¥/ saying 
that t 3ULL0 and me who were trying to help hin he reports that ■ 
it la impoaaible to have tanks, and that tho British Qovernuent 
must have all sorts of guarantees, etc. and then I find that/ deal 
like this la being done by a man like OLLIAN, and the Bidtiah 
Government will close an eye to v/horc they eventually go, etc. 

I got him so worked up that ho rushed off imniodiately after lunch 
to send a cable out on this , and promising me that he v/ould have 
the deal stopped. 



lf.0. Returned to Lugano with our friend, Jim DAVIES (MSBA-3047» 
’ etc. ) ICI representative In Basel, who spent the ni^t with us. 



, : 
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^ Ifi* Aa I have told you' before, I have always been convinced . that V 
.DAVIES has connections service. During tho day, spent ''' 

’ quietly in the house, he- definitely pumped me on several sub jeclo. 
Tha first waa to be documented on tho activities of McCAPPREY 
(?iSBA-2252, etc., formerly spelled MACAFFERY) now living in Italy, 
and who was head of British Services in Bern during the war. I 
see him once in a while In Milano, and have e meal with him. He 
told me that the Legation In Bern had told him ho was a nasty 
they had no further contact with him. 

42 . Second thing was to know if I knev/ a certain Miche^^^LIAN 
now living in Kllano. I am sure, he know I knew him, for hla ques- 
tions indicated that he knew that I knew. I gave him a fairly 
comprehensive picture of who and what OLLIAN la and was, but I 
could not see clearly Just what they were looking for In either ' 
case. 



■ ^ July 



43 . Telephone call from Romeo l^SA (MSBA-3l87> etc.) this morning 
to say he Is leaving for Franco but would like to see me at the . 
end. of the week. • ‘ ' 
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